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Dear Mr Utzschneider

We are responding to your letter dated May 29 2009 to the Division of

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

You-have askedthe Division of Corporatiun Financefor no-action relief during

the applicable Relief Period for each of the Morgan Stanley Parties the Citigroup Parties

and MSSB with respect to the reporting requirements under Sections 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concurring in your analysis the Division on behalf of the Office of

Chief Counsel and the Office of Mergers and Acquisitions will not recommend

enforcement action to the Commission with respect to Section 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

The Morgan Stanley Parties aggregate and report the securities they

beneficially own outside MSSB with the securities that they would be deemed

to beneficially own within the MS Channel with footnote disclosure reporting

the portion of the holdings attributable to MSSB and exclude from their

reports the securities that they would be deemed to beneficially own within

the SB Channel

The Citigroup Parties aggregate and report the securities they beneficially own

outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel with footnote disclosure reporting the portion of



securities that they would be deemed to beneficially own within the MS
Channel and

MSSB does not separately report the securities that it beneficially owns

In reaching these positions we note particularly your representations regarding

the monitoring and reporting challenges presented by the current information technology

systems of the MS Channel and of the SB Channel the scope and scale of the task of

integrating these systems and the time needed to complete the integration your

representation that Morgan Stanley Citigroup and MSSB will maintain information

barriers to protect their respective customers trading information and your

representation that the MS Channel and the SB Channel have their own separate

processes for making investment and voting decisions which will remain in place

through the applicable Relief Periods These factors minimize concerns regarding the

sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel

You have asked the Division of Investment Management for temporary no-action

relief with respect to the reporting requirements under Section 13f of the Exchange Act

and under Exchange Act Rule Oa-3T Based on the facts and representations in your

letter but without necessarily concurring with your analysis the Division of Investment

Management will not recommend enforcement action to the Commission under Section

13f of the Exchange Act and Rule lOa-3T under the Exchange Act against the Morgan

Stanley Parties the Citigroup Parties or MSSB if each of the Morgan Stanley Parties the

Citigroup Parties and MSSB submit Form 3F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatment of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of the Closing Date and 120 days after the date of our response

The foregoing no-action relief is based on the representations made to the

Divisions in your letter Any different facts or conditions might require the Divisions to

reach different conclusions.1 This response expresses the Divisions positions on

enforcement action only and does not express any legal conclusion on the questions

presented

Sincerely

Thomas Kim Osterman

Chief Counsel and Associate Director Associate Director

Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties the Citigroup

Parties and MSSB
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Re .MorganStanleySmltb Barney Request forNo-Actionosition

Section 13 and Section 16 and Rule IOa-3T

Ladies atidGnt1emen

This 1eter eontah
ertaincejuesta

for
teinporaiy

rliefon behaffofMoigan

Stanky Smith Barney LLCIj and its two ultimate parent Morgan Stanleyraiean4 together with its affiliates other than Ioldmgs as defined

below MSSI3 and other direct and indirect subsdiartes of Hàldrngs the jg
tanIev PartLeS and Citigrnq Inc C1tiar4i and together with tts affiliates other

than Ho.Idkigs MSSB dfrt dndireet bdisofI4old the

.Spifically the Pu pcisdofthis letter istä request that the Staff

the jffof the Div iaion of Corporation mance and the Division of Invesinient

M4uiagemeltt the Se.curitie and Exchange Commissionthe Commission or the

cottfirmthat ehewo id not recommend totheCatninissión that it take

enforcement action agnst MSSB the Morgan Stanley Parties or the Citigroup Parties

underSection 13 and Section 16 Mthe Securities LxchangeAct of 1934 the ing

ic
As.discusse4tl4rtber below the business being contributed to thejoint ventures will

include certain non-U affiliates which will be separate ibsidiarie of Holdings as
defined bdow For purposes of this discussion MSSB will melude Hold ngs and such

affiliates notwithstanding the fact that such affiliates technically will he separate

subsidiaries ofHoldings
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Mjand Rule 1Oa3TtheiAnder if .MSSB Morgan St 1PIi andthº

Citigoup Parties temporeTily report positions on the basis described below

To provtd you wtth necessary background Part of this letter provides

summary of the parties tespccnve reportrng obligations arnIthe relief requested Part IL

provids an OvervieW of the rniation and trutureof MSSB Part NI provides

discussion of the management iqd structure of MSSB expected to be in plaee on the

closnig of the transaction Part provides temporary proposal for monitoring and

reporting nnder Sections 13 and 16 and on Form SN assuming the requested rithef froitt

the ta1Tis granre4 and summarizes the intentions for such monitoring and reporting

after the period for requested relief has passed Part provides rauonali for the

.itqUestedrelief

OveMewofRequirØdSRrtn and Requested ReflØf

Required Repomig As of Lagal Doy One iThsenrReIuf

As discussed mçr fnfty in tins letter Morgan S1anIeyand Citigroup will inWdly

ndwectly own 51% and 49% respeotwely of M$SB and each will have certain hoard

represuitation and other rights result each of Morgan Stanley and Cthgrou
beliees th4t under Section l3 and Section as of Legal Day One as defined below
and abcnt relief it would be required to either aggregate ecunttes beneficially owned by

it with seuntres beneflcially owned by alt of MSSI3 or to implement appropriate

rntbrmation bamers to allow it to disaggregate om MSSB for these purposes in
accordance with the SECs disaggregation guime in its Release No 343953g January

12 99g mcludmg the use of mIrmation barriers the DisggregattowGnidance
Absent ollef on Legal Day One MSSII would be required to separately report the
securities it benqflciatly wns Mso on Legal Day One atlsentrehe heri aeh qf
MorgatiStan1yCitigrQupiandMSSB would be reqtnredto report on Forms I%P and $11

2We note..thatin many htstaæces 4iàeMSSB may have reporting.reuirernentitmay

reportjoirittywith.Oite or more oft5 parents

3EÆeh of Morgltnstaaleyan Citithup çurrentlyfiles.Oae Frin13F.and onóPorrn Ski

report for all of its affiliated ontitres

de .r .RquetedI MSS MOtrW Staulcy andCitioi- 002

A73Q252S0 13
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positkns withtspet to soc ities.oveIwhieh it TeSpectLVl has 1nVZ1t4iSQrt1Ofl

or in which it has reportWe jhrt position or engages ia reportle sltoatransactii

or iiMorgan Stanley would be reqiired to aggregate and report seetuittes over which it

has tflVetn1eflt discretion oi ip which it has rportahle short posttion or etiaes in

reportable short transaction with all securities over which MSSI3 has uwestnient

discretion or in which it has reportable shprt posthoa or engages in reportable thort

transaction and Citign p..wouldreport.eparatel only the sc esovrwhiOliit has

Investment discretion or in which it has reportable short position or engages in

reportable short transaction

ectedReiief Legtd.OThQughtheApikabkRqllfPerkid
tir defined below

The parties request
relief such that with respect tri the Motgan StaiderPatties

and the Citigroup Parties until the earlier of the date on which Morgan stanley or

Caigroup as the case may be can disaggregate its pósthon monitoringor reportiiig front

or aggregate its ition inmtor1ug and reporting with MSSB in each tase consitent

with the reporting method described ni Part below or September 3Q 2009 an4
with respect to MSSR until the earlier ofI lh date on which each of Morgan Stanley

nd Citigroup can disaggregate us position monitoring and reporting from MSS13 or

September 31 2Q0 in each case such period is referred to as the applicable Rehef
for such party fi.r purposes of Section 13 and Section 16 reporting

The Morgan Stailcy Paniesll aggr ateandreport the surities they

beneficially own de14SSI3 with the securities that they wouldhe deemed to

beneficially own within the MS Channel as defuled below Md ritay eelede

the securities that they wiuld be deemed beneficially own within the 313

Channel as defined below
The Citigroup Parties will aggregate and report the securities they bcnefieia1ly

own outside MSSB with the securities that they would be deetued to beneficially

own within the SB Channel and may exclude the securities that they would be

deemed to beneficially iwn withm the MS Channe1 and

.MSSI3w.ill not separa tely report sec.tuities beneficially owned..hy it

The parties also request relief under whicb until the end of theiplicabte RliefPeriot

for purposesofFonns UP and SH

The Morgan taniey Partiei will include the securities over winch they lve
nivestinera discretion or in which they have teortable short position or engage

in reportable shott a1e with the securities over whioh the MS Channel has

1nestincnt discretion or in which it has reportable short position or engages in

repprtabe short salç and may exclpdethe securitiesver which theSe

01 CnnThatmnRequesled Ian1eY an4muii Q3
ii
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Channel ha investment discretion or in which it has reportable short position

or engages in reportabe short sale

TheCitigroup Parties will include the secur s.over which they havq

investment discretion or in which they have reportable short positkn or engage

reportable short sale with the securities over which the SB Channel has

investment discretion in which it has reportable short position or engages in

reportable short sik and may exclude the sçeuritiea over which the MS
Channel has invóstment discretion or in which it has reportable short position

or engages reportable short sale and

MSS nake cefiiings to rndieate that securities over whkh it has

uwestitzeittdscretkuotm whteh itlias reportable shortsttrnr en$ges in

reportable short sale arc included in reports by the Morgan Stanley lMies en4

theCiftgroup Parties

During the Ctigroup Partie Relief Period the secuntS heldby the SB
Channel will be reported by the Citigroup Parties During such ReUf Period th

Citigroup Parties will include legend on their Form 3F reports and Form Sf1 reports to

indicate that such reports inclnde securities held by the SB Channel During the

Citigroup Parties Post-Relief Period as defined belew the Citigroup Parties will not

report for either the SB CI eloMSS3 ..

During the Morgan Stanley Parties Relief Period the seeurfties hd TheMS
Channel will be reported by the Morgan StanteyParties Durnig ouch ReliPonod the

Morgan St Part1eswiiI melude legend on their Form 1F repoillandPorin $11

reports to indicate that such reports include securities held by the MS Channnl

During the Morgan Stanley Partms Pot-ReIief Period the securities held by
MSSB may be reported by tho Morgan Stanley Parties in which case the Morgan Stanley

Partiec will include legend on their Form hF
reports

and Form 50 reports to indicate

that such reports include securities held by MSSB Under such circumstances MSSI3

will submit noticereports tc state that MSSBs reportable securities are included on the

Morgan Stanley Partie term l3l reports and Porre S11 reports as applicable

Alternatrvely dunttihe Morgan Stanley PartIed PostRehef Petiod the sceitritlea bold

by MSSBmaybereportedbyM$SB

Therefore no later than October 12009 the Citigmup Parties wiU not report

on ejther Form 13F or Firm SF1 ay seen titiC over which MSSI3.hasjnvestment

onfidua Treatment Requtd by MS itaniiy wiiCugou -004

F7.%02528O
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discretions and either the Morgan Stanley Partie orMSSI3 will report on Form 13P

and Form SR all securities over which MSSI3 has investment discretion4 Itis anticipated

that MSSB will be inctudedas an other included manager on the Morgan Stanley Parue
Form 13F holdings reports and Form 511 entries reports and MSSI3 will continue to

make notice filings with respect to both Form 3F and Form Sflat some pomtdurmg
calóndaryeat2010

FciIJowng th RebefFenoth

Pollowmg the applieable partya Relief Period with such period as it refàia the

app1iable party referred to as the PostR.elief ftwpuzpeses of Sectioni3 and

Section 16 reporting

The MoganStan my Parties ili.aithesl.agregate the ecurI.tiethey

beneficially own outside MSSI3 with all ceeuritie beneflcnally owned by MSSB
or implement appropriate information barriers to allow them to disaggregate

from MSSB for these purposes iti cotdance with the Disaggregation Gwdance
The

Citigroup Parties will implement appropriate information barriers toaflow

ijietu to thsaÆreijate MS inaccordance with the Disaggregation

Guidance and aeeordmgfy wdl report only those seenrines they beneficially

own outside MSSB and

Where required MSSI will separately report the securities it beneficially owns
either iti stand-alone tiling orajoud filing with the Morgan Stanley Parties

pursuant to Rule l3d-1k or 16a-3j as applicable

With respectt Forms 13F and SH either

The Morgan Stanley Parties the Cingroup Patties and MSSI3 will separately

report the securities over winch they rspectivey have investment discretion or

has reportable sbortpesttuon or engage in reportable short saIe or

lesreco gnize that Form SHwas adot pürsuatftto tempor rà
expire on August 2009 and expect to follow sundar approach with respect to anyj/ form

.MorganStanhy currenti expec.Itadtsaggr cgate from MSSB
disaregition

MSSB 4305

birn
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The Morgan Stanley hrties will include inthe portsthesecwitiea over which

1y have investment discretion orin which they have repottable short positioii

or engage in report4ble short sale and all sceurthes over which MSSB has

nient discretion or which it hs reportbk short posrtlqn or engages in

reportable short sale arid will ine1ude legend on the front iage of such reptnt

indicateThat information regarding MSSI3 isincluded within and the

Citigroup Parties will report patately only the eetirlties over which they have

investment discretion or in which they have reportable short position or engage

ma reportable shortk
In the case of the second of ihe to options aboe MSSB will make notice

filings to indicate that securities over which it has investment discretion or in

which ha repoitabi short4ltiomtor ges a.repotteble sbórtsÆle.are

included in repärts.bij.the Morgaul Stanley Parties

During the partles applicable Itelmef Pertds and ostRel icf Peneda the securities held

by thSB Channel àiit Ibi iannel ilI timttcbe

àbbgation by at least one of the Morgan Stanley Parties the Cingroup Parties and MSSII

II Description of MSSI3 and the Transaction Creating MSSB

MSB is Delaware Inruted liability company formed on February 22009 All

membership interests in MSSfl are owned by Morgan Stanley Smith Barney Holdings

LLC Delaware limited liability contpany 14rng

Holdings and MSS1 were formed pursuant to Iomnt Venture Contribution and

Fomutdon Agrcement dated of Jauuy 13 200 the ontribjjriin erir by

and between Citigroup and Morgan Stanley Pwsuantto the Contribution Agreement and

aubject to the completion of definitive Hunted habihty company agreement to be

entered into at The closing Ctigroup and Morgan Stanley have agreedcto contribute

0t5and hu esses tàMSSB the Citributed Btms1iesses With certain

exceptions the Citigroup Contributed Busmcssc the SB Channel include Citigroups

metail brokerage and futures lusiness operating under the name Smith Barncy in the

United States and Australia and under the name Qrriftet in the United Kingdom Ireland

and The Channel Islands With certain eceptmons the Morgan Stanley Contributed

Businesses the IVIS Chan3 arid eollcctmvely with the SB Channel the Qirinnci
include Merg4n Stanleys Global Wealth Muragement business and 4ts private wnalth

nauagrmcnbusinessóoawordwiitOasis In theUn tedStates.th Citigroup

Contributed Businesses are conducted principally within Ckmgioup QIÔbaI Mirkets Inc

CCIMJ Cthgroup subsidiary and the Morgan Stanley Contributed l3ustnesses are

conducted within Morgan Stanley Co incorporated Morgan Stanley

sUbs diary The primary business of SB will beretail brokerageand private wealth

management Although MSSI3 through the MS Channel as defined in the pamgraph

above will engage inalimitedamount of Section 13 öflgible principal trading suck

CoMdnal Treatrnentaequetcdiy MSSBMrg mdCti 006
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trxpctedobemos4far thepwposØ of cilitatä eustiera d..iexpçe4
to rqpresent relativeI3 small portion ot its averdl actI thus The institutional tnienesses

of andCOMj suh as underwriting advising ou.inergers and aequisitions and

institutional and propnetarytntding and underwriting will remain in M$ and CGMI and

àrenot being oiflributedtoMSSB

it is theintenttowof Citigtaup and Morgan..Stanley that folk ..the.cksing of

the transaction the Contributed Busines currently conducted 1w CQMI and MS in the

United States wit be conducted by MSS13 in substantially the sante fashion with certain

limited modificattns The closing of the transaction is expected ti occur as of May 31

2109 the Cinarna and June 200 the
target

ft day ntMSSLpertiuons

Lgaji Ms business will be cacçried out by approxknaiey 000
financial advior in the United States whose registrations will be transferred to MSSB

Legal tayOnedne tOthasLze and compledty Gtthn cOnibined.entityMSSB

intends to make at few changes as possible to legacy organizational operational and

supervisory structures as theyurrent exist in COMI and MS Most sigrnflcantly for

coitabi period of time the USc customers the SB Chaiu Wit eontinue to have their

transactions cleared through and have their customer accounts custodied and earied by
CUMI and customers of the MS Channel will cQntine to have their transactions

cleared through and have their iustomer aecotmt custpdae4 and carried by MS As part

ofthisingf1tnction thvlcesto be prOvidedby MS andCG1 will inehik

clearing and suhng secunttes transactions provi4ingiradc confirmations and customer

statements and performing ertam cashtenng fuuctton custody services and related

$erviceg number of functions meluthag regulatory comphance anti aupurvisoty areas
will be cordinated and alined and others will be centralized pursuant to tmtbrella

programs and policies That will overlay the legacy programs and pisees ofthe two
Channels Over time and Ibilowing the parties applicable Relief Penods it is expected

that the two Channels will beintegratedLinto one operation arid thatukmm cy .1VISSB

will becomó.ftdly self cI and custody and cai .ovn customer aäeoiuits

At the close of the transaction through various subsidiaries Morgan Stanley will

own 51% of Holdings Citigroupwulown.49%oflloklings Asnotedahove the

Contributed Bus1necss will include certain additioual non-U afflliates of Morgan

6The.MS Channel einploysafulttbno fixed income 1fltradingbusiness.eollóctively

the This Dk maintains pt rietary.iiwentor for client trade failitation and

for prOprietary trading .piirpoes

Mc thi
MSSt Miaao san..ndçtg

AIttn52snA3
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Staflkyand.Gitjgroup aitbf whose holdings in SEQ-registered securities will necdtô be

talón hiacçwitThr monitoring thdrepot.ing purposes

Holdings will be.managedbya board of.directors consisting offotir Morgai
Stanley designees ewe Citigroup designees andthe senior-most

operating txecutive of

Hoklmgs subject to uirtaia requirements Board decisions wifl be made or detegated to

HotdingV management by majony vote provtded that eseb of Morgan Stanley and

Citjgrciup will .hwe

Morgan St it

the third lburth and fifth anmversaries of the dosing or itponaehange in cOntrol oF

Cittgroup which ultunsiely may grve Morgan Stanley MI eontrol of Holdings Citigroup

will be provided certain put rights exercisable upon change in control of Morgan
Stanley or under certain circumstances fcllowmg the sixth

anniversary of the closing

Both Morgan Stanle and Citigroup will be autect to certain restrictions on transfers of

interests in Holdings and on opetanng acquiring or holding entities that engage in certain

restricted businesses Each will have customary registration rights from the earlier of an

PQ imd.the sixth anniversary fdosing

.Jrior andfollowing the closing MB will workto integrate the information

technology systeinsfor both Channele Due to the massive Scale 01 the joint

venture hwever creatmgan integrated IT system from the CGMI and MS legacy 11

systenis will require extensive changes to multiple systems covering range of business

uses and multiple client conununications and for some time there will be both product

data aæ4sstem dissonance.

JU. Manaeineatan4Struc Lure of MSSB

.A Managemen of M5SBas qfLega1Dy

As eFLegaI lay One the.MSB eancutive mansgcmentxeam .j

in place Mse members of the MSSI3 executive management team will employed fufl

tune tyand will provide all olthe rprefesstenal servies MSSR HGwenr in sonic

instances certain members of the team will have additional r4sponsibltlties at their

respective legacy employers at least through the transition period James Oormdn the

Cbafrmanand.CEC ofMSSB will tinue.teheanOititivO of Morgar Stanley

Likewise certain ther members of MSSB management will retain

responsibilities at Morgan Stanley in administrative functions including operations IT
human resources and legal However it is nqt urrdUy anticipated that any of these

people will be mvobed in directing effecting or recommending transactions in secuntles

or voting securities on behalf of MSSI3 or its otictomers There wilt be other MSB
people who may have ongoing responsibilitjesat Morgan Stanley andor Whowillbe

àizeSianky goii
M73O2525tLI3
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involved in directiiig the.vôtiiig and investment of ecwities atMSSB However in light

of the protections to be irnplemnted See Infounaton Barriers below MS8 and

Morgan .atenley will uo.shaintrmaton about theIr respective oniers trading or

their proprietary trading escept as necessary to indicate the existence of inventory or to

facilitate an MSSB trade In addition in order to satisfy vanoii flnanctal bdustiy

Regulatory Anthonty reqrnrcments ardingrevew of researth distributed and

nlitrketug materials ureated by MSSB there may be Lhmited irninber iiplyees of

the Citigrcrnp and Morgan Stanley aftThated bioker-dealers who will be dually-registered

with MSSB for certain period Despite the overlapping responsibilities of these

individuals during the parneV appheable Relief Periods based on the separate nature

of the two Channels the two CbanneW mdependent processes for making voting and

investment dectso as described further below and iiicertain protections that

Morgan tatiley and Cthgroup will implement as described further below voting and

hvestnient deeisio us in the twoChannels Will bebnsistónt WiththpropOsàl for

monitoring andreporting during the parties applicable RiicfPerinds

fn egrat onE oDatfl Ma igeniemaiid Other

discussed fuherberebi the .integatinn of thó IT stave enive

and difficult undertaking that will take months toeoiuplete Likewise integrating the

to Channels employees fcihties and other systems will be chaflengmg Ph sical

space will heintegratedafterLegaiDay One only as leaseexp the busitiess

rationale favors combinmg fucilities ysteins other than the IT systems will be

integrated only as necessary to appropnately account for MSSBs operations Ececutive

management of MSSI3 will shate space in Westchester County New York as of Legal

Day One Iowevei generally employees will continue to work in the offices in which

they currently work and on the systems on which they currently work The integration

process will be gradual and will take 12-24 months to complete With fe exceptions

tifitil the endf the kiliefPeriodsfor bth rties the two Channels will contitiuito

op ateindphdŁnfly

Yofng an trnent bee Lonsfar .i Thwingthe Relq
jjjganAInvetmentDjstion within the M.S.Channel

Within the M$Channe the methodology for voth and investment decisjons.is

as folkws

For meraceounrslover which tJhineJ has dLwrellotwry

authory MS Channel representatives make independent investment

decisions for eustomeraceounts over which they have been granted

discretionary authority by the customer These decisions are made

independently by the representatives themselves and are not coordinated

atmng.tJie rpr titatlv M$Chanael.representatives.do nOtmake

CTnRquMcdbv i3Morsa uyndCirup 009J73
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voting decisions withrespect to discretionary customer acco.unt

Rather the MS Channel transfers discretionary voting authority to third

part proy adviso$n egRiskMetrics which vote the securities

bsMd.h theirowrt voting tndatiOns iirare intaoees anMS
Channel voting eomnuuee may ovemde the proxy advispzy firm voting

recommendation or m4e the tiiigdcision
firm has no rnuendaton Tins same process applies to non

discretionary customer accounts where the customer requests that the MS
Channel as.a ma ter vote proxies on behalf ofthe

customer

Fo Chthrnd thfrd party rnqnagid accoimf óTh 4S
ChannJ is ncitgrantetdiscretionaiyauthority werthird-pary ffiapged

accounts eitherwith.respectto investment decisions or voting IRather

MS Channel customers grant voting and Investment discretion to the

thirdparty manager of tbeiiceount AccordLngiy the thndparty manager

makes vothig and investment decisiOns for the ustotners in these

main god

.nandjnvestnentiseqwithiathO.SBChanneI

Within the SB.Ch me .methixkgogy for .voting.and investment.decisions issithilÆr

aver which the SR Channel has discretionwy

thity The St Channel .hapersonncl.who develop sectOr iflocatiot

targets which are then shared with individual financial advisors or are

incorporated mtq investment advisory accounts Par most dicretionary

accounts thefiunneia advise akeinvestment4Istons gtddedby thc

recommendations of Citigroup research Far investment advisory

programs which include asset allocation fcatures the financial advisors

assist clients in choosing an asset allocation model which is omprised of

mutual tumdsexchangetraded funds Jfl .or.separately managed

accounts managed by third party manager In some cases the

financiat ÆdviiQi1..may hposesuchnrutualfunds ETFs or seprateiy

managed ac ounts he SB.CIwm generally makes voting decisions

for customers according to the ntmendatioas.of4hirdparty proxy

advisory firms e.g RiskMetncs In rótatively small number of cases

where auth fInns have cordi qtsorotherse.are unabkto provide

r.enttlons voting decisions are niade.by ntm ttoe of

employees of the SB Channel

ForSnth Ikirney thiPd-pay man aged account programs the SB
Channel delegates the discretionary.auihority.that.it is granted iy the

MC4Ch tiP
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custom sb third-party gi. who mke ôting and irwestnent

deolsions lbr the .ästomers in .anaged accounts

As is evident the two Channels have their own separate processes for making

voting and investnieót decisions and where their own representatives are actually

exercising dicretionaiy authoriey these .d ions are based on indpendeutfactórs

These
processes will generali stay place through the parues applicable Rebel Periods

and combined with the other fhcts set forth in this letter mmimizetoncems regarding

thesharingof information and coordinatedinvesiment and voting dec iions While

employees of each Channel at the senior levels may interact from time to time

lisim an4.othg de ns no .tnadi sr would not be coor4ipa .Lat.this level

tftrationBaies

Commeaci gat Legal Day One Ml3 Stanley and Citigrdup will

maintam mformatg barriers to protect their respective customerS tradrng mformation

Morgan Stanley and Citigoup will not share forttiaion abouUheir iiarsting
with MSSB nor will ihe shxre with MSSB information about their proprietary tiading

exeept as necessary to indicate The existence of inventory or to facihiate an MSSB
trade MSSB will not share information with Morgan Stanicy or Citigroup about its

trading except as necesary to.execite fralethrough MS or CGML MoigaæStanIØy
and

Ciilgroup will not share infonnation about their pending investment banking or

niergrs and aequisit1ois transactions with M$SB except to the extent MSSB is

participating with one or both lkms in distribution of seOurities or as necessary to

enfbree statutory tradgrestnctions such as the tender oiler rules Although

MSSB will not maintain formal information barriers between the MS Channel and the SB
ChanneLs we note that irmgthe

parties applicable Relief Periods registered

represntatives t1ie SB Channel will not have computer systemsaceess to customer

posItions and trading mtormation in the MS Channel and registered representatIves in

the MS Channel will not liae computer systems access to customer positions and trading

mfrmation in the S1 Channel During the parties pp1icable Relief Periods customer

trades.intheMS.Channciwili.bn cleared.through and custodied atMS airdcusimet

trades in the SB Channel will be cleared through and custodied at CGMI As result

Morgan Stanley and Citigreup believe that it is unlikely that registered representatives

and customers in the two separate Channels will have any practicid ability to coordinate

trading of secw1ties

lit addition to the iitlbrmation barriersdescribedabo.ve.for variety of legal and

compliance reasons Qtigroup will implement information bamera between it and MSSB
on Legal Day One designed to permit the positions and activities of MSSB and Citigmup
not to be 4ttrlbuted to one another for the purposes of Sections 13 and 16 and Rule 14e-5

in accordance with the Diaggregation Guidance However even though Cxugroup will

have these informatiqn barriers.in.place ant galDay Otie beaueCItigroupwill not

CnMcTnatmentRequsd iiy M$5l3 Morgits andCitiga
A17352525Ol3
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.haveconp1eted.iITititegttion dtbrts it..vill nt.be.in positioti toflie.benefióuttl

ownerhip and siflareptts.otrLgai Day One that disaggràgateMSSB

JV Ternnonr Fton UfLai flay One for Montorin2 and Rnorthw

RoIdIns bi..SEC.ReEiteredSecurlt1es1JudØr Sections .13 and J6andc
FgrmSflim .intetiónsfoi1uch Mpnitodnf and.Jptn.1orjhePost

Relief Periods

.A Propnsai for .Ternporay Relief

Durrng the appicableRe1ief Period the Morgan Stanley Parties and the

Crtigrep Parties as apphcable will eontmuc her respective eurrentposttlon rnomtonng

and porting dief efieiaiowneshiiand Of securities ever which theyia
lnyestment discretion policies procedures and practices Each of the Morgan Stan tey

Parties and the Citigroup Parties will aggregate the securities managed and/or

beneficially Owned by the pOrtion Of MSSII that was contributed by such party That.l
the Morgan Stanley Parties will include in their monltormg and reporting the MS
Channel and the Citigroup Parties will irniude in their rnomtorrng and

reporting
the SB

ChanneL TheMS Channelis currently monitored atid reporled.on anaggregated basis

withMS and the Sfl sandia currentlymonitored and reportfon an greated.bai
with Citigroup There are dedicated groups for each parent charged with monitoring and

rportugits positions and these groups will contuiue to do such monitoring and reportlng

for each parents repectie Channel during such partys applicable Relief Period

Durhtg the parties applicable Relict Petiods MSSB will not report separately any

scciisbeneficiiilIyownØdbyit

In the eent that either the Morgan Stanley Parties or The Cingroup Partieare

required to file any reports durhig their applicable Relief Period on Schedule 3D or

Sthedule 130 under Section 16 the relevant Piuties will add footnote disclosure

disclosing their relationship with MSSB In addition during their applicable Relief

Periods ouceeithei the.Mogan Stanley Parties or the CitigroupPiirth determine that

reportable threshold has been exceeded by siih parties and their respective Channól such

parties will inelude at such footnote dicIosure the portion of the holdings that Is

attributable to .S$ By wayof example if the Citigroupliarties to file

We..notethatwhiiethis Information can bedetermined manuallyIby each partywith

respect to an individual security for which reporting threshold has been exceeded and

tiling is being made neither paity has the.ability to..monitor .on.an onoi1ig and

Footnote Contimied on Nt Page

gia UP c$$eit.Mss inSiækysndCftigrnuit- 0012733
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Scheckile 13G
i.repott the beneficial ownership.of isceurity which on an aggregated

basis with the SB Channel exceeds reportable threshold they would include lbotnote

disclosure indicaerng that Cttigrciup owns 49% of MSSI3 and that the portion of the

ecybnefieiaHy owned by MSSB is the isiiOutstaaiding securhies

With.repperto Frns.iW.sE
Morgan Stanley PartIes and the itigroup Parties wIll coilnue their respectivt reporting

wIthrespect IIesowrwhieb they hate entdiscriä drin kb they

have reportable short position or have engaged in reportable short sle and

accordingly will aggregate with and include in their reports the ecunttes and

transactiors in their respective Channel The parties will include legends in such reports

co.naisrentwith those dósciThed in Part.LB above

PelkffPàióds

.Giye ..t irdifferent IT ystoins and pectivievOfownership.inMSSl3
Morgan Stanley and Citigroup have enthmetablesibr rese1vrngIieir respective IT

ehellenges rn order ici be in position to aggregate with MSSB4 and eventually

disaggregate MSSB in accordance with the Otsaggreganne Guidance Morgan Stanl
may be able to completely aggregate its position monitoring and

reporting system wtb
MSSB on Legal Day On but many event expects to be able to do so no later than

September 3Q 2009 and will disaggregate MSSB in accordance with the Disaggregation
Guidance atsome póintto be determinedafterthatdate Citigroupexpectato be able to

completely aggregate and disaggregate in accordance with the Disaggregation Guidance
its position momtortng and reporting system from MSSI3 by September 30 2O09

Footnote continuedam Previous .Page

daily tsis the securthes held by th portion of M5513 cqntrdaited by thother patty in

order to determine whether reporting Thteshold has been reached on an aggregated
bais See IT.Challeages hi Party Eókiw

The parties recognim that Fonn SF was adopted pursuant..to temporary rale.set to

expire on August 2009 and expect to follow similar approach with respect to any

succesor rule and/or form

With
respect to this anticipated tuning Morgan Stanley is cufteiitly receiving daily test

feed from Citigroup which
reports po5itiousm euntIe5 within tl SB Chatinel Morgan

Stanley iaintheprocesoiadapthg.it.iW sys emsttiaifeedan

locenote.ContinuedDu Next Pagc

Bhm .tP
Con1deniTaRcquesedbyMSSBMoan Stanley anditignnp Ocl3

A/730%8350 13
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Accordingly the parties request that thó Staff grant temporary relief to allow each of the

Morgan Stanley Parties the Citigroup Parties nd MSSB to report positinsm the.basis

descnbed abgve in Proposal for Tcnpory lfdunng the applicable Reliet Period

EitherMorgan Stanley orCitigroup.niay be in position to begin reporting crna

which no longer requiresrelief earlier than the other artin this case thCthtis

able to begin reporting without relief earlier will inform the StafF in wntrng accordingly

Similarly when eitherparty begins.disaggregatIngMSSI3.in accordance with the

Disaggregation Guidane whichmay be before after the other party it will inform the

Staff in writing accordingly

C. ThknfionsJbr tlzePosz_Relif Periods

Following the integration of the MSSB date iino the Morgan Stanley and

Citigroup iTsystems the parties wiWhave-thc ability to comply-with Sections 13 and 16

and Rule 10a3 and to monitor and report their respective ownership positions

independently The parties expect this will occur no iatr than September 30 2009 Each

py would
report describedin PattLC above under Following the Re

lefT
Periods

As of September 30.2009 Citigrup expects todisggregate MSSB.in
accordance with tb Disaggregation Guidance for purposes of monitoring and reporting

interests At future date to be determined Morgan Stanley expects to disaggregate

MS SR in accordance withthe Disâggregation Guidance for purposes of monitoring and

reporting interesta These srucinrs.will ensure that MSSB is opernting as separate

entity from an investhient perspective and is making independent investment voting

disposition and other ownership decisiôi At the timC these intbn.atloa bathers

policies and procedures are fully Implemented the IT apab1hty will exict such that

accurate and timely monitoringand reporting maybe done for MSS Wa own position

Rationale for Requested R4 let

FootnCt continued froni Previous Page

position infOrmation with its own position information and that of the MS Channel

Citigroup Is similarly reewmg test feed from Morgan Stanley whith will enable it to

report positions at securities within the MS ChanneL The implementation of these feeds

is in progress.and.wlll be ctnpteted..by the endof the pa esHappiieable Relief Periods

atwhich tirne.the pOsitions within the two Chauæelof MSSI3 will aso be able 1x be

combined iIOth an persjctive

CintiaI entReestedly MSSII Morgftn Siinky and Citiganup 0014

A/73025250 13
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We bellev the fo wiflajwnetitssupport the request for re1ief

BueiFoed on AenLy Rather That Prmc3pal Tra4nig

l3cause Citigroup is not contributing pnncapal trading business to MSSI3 and

Morgan Stanley is coittnbutin just small pnncipa trading business tliepnmary
husiness of MSSB will be retail brokerage and private wealth management and the

majority of positions are in customer accounts the majority of whtth are rion

discretionaiy Althuh MSSB will engage in limited amount of pnncipa trading

espected to be for the purpose of fäciltatmg customers such trading is expected to

represent arelatvey small portion of its overall activities As result Migan Stal0y
and ouppot that on its on MSSH will iarbly tf ever ieaoh reportable

threhold fsecü ities owiership at the early stages of the bus teS

If the requested relief is granted each of Morgan Stanley and Citlgroip will

continue to aggregate and include securities managed and/or beneficially owned by its

respective Chsntewith.securities it manages and/or beneficially óiis Ac.cordingiy

even though the proposed structure may in part be meenstent with the strict

requirements Section 13 and Section 14 the proposal satnJie% the regulatory rationale

hhind these reqt.iireuients Tlte..proposat will teiiIorarilyfWfihlIthe regulatory objectives

for accurate infonnation in the marketplace to the extent applicable titresholds may be

ee4ied

.hrsPubik Nky OJeces

Abi4heaqtiese4reiIer ii.is pssib.ie th .etranactionill nctbe bte to

cbse until the II systems are developed to permit aggregation and as applicable

disaggregation of infonnaixin required to be disekised However the Importance of the

swrft and successful completion of the joint venture in the current market environment

cannot be underestimated We believe that the monitnnng and reporting ehallengçs faced

the proposed jwnt wnture are unique and possibly unprecedented We also believe

that given the reasonable alternative
reporting proposal contained in this letter the

balance of public interest weighs in fàvoi of
granting the limited and temporary requested

taiisact would hve.tg.be4e1ayed

5ftan M.UP jç
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financial eca.apaeial need urgency to close the

joint enture transaction The transitction will provide certainty at time when investor

OnflialOnis Iif and confidence is low CustOthcrof.thets1O fitns.would be provided

assurance of the future structure of their securities firm when many are struggling with

fundamental.questions of whom theycan.trustwithTheir finances and turuto for advice

geeond the joint venturC stturepropoed by Cit group and Morgan Stanley is

unuattat Most transactiqns ravolving chaiges of ownership of broker dealer are simple

acquisitions not requiting the merger of two retiut operatnus with ongoing arrangements

with tw legacy flims These ongoing arrangements with the legacy flrms create special

complkattons in complying with Sections 13 and 16 and Rule IO3T and others for

which we are seeking separate relict Moreover the sharing of legacy firm ownership

data that iarequired to perlbnn this aggregation iln5es significant ongoing buatnes

.ftrthc legacy-firms busin that ae.ootottibutedtbMSSBparticulary
for Citigroup which does not have management control over MSSB Nut only do these

unique monitoring and reporting challenges not arise in most transactions as discussed

further in thenext paragraph they also are more challenging in this transaction than the

isimmonIyraised

Third the scale of the joint enture is unusuafly large touching more than 10

uulbonctistomer accounts and crcatug technological challenges of Immense scope For

MSS Morgan Stanley and Citigroup to respond to the resulting disclosure challenges

they must make extensive changes to multiple systems covering range Yfmonitoring

and business uses Given their scale temporary manual fxes to address-these problems

iotprat1cable and would not resultin accurateinforrnation being consistently

provided in atunel manner to the public The scope of these systems changes is perhaps

unprecedente for acombinatkin of retail operations

Fonnh despite thesign ifi at.challengerposed by th Onpe of these systems

changes MSB Morgan Stanley and Citigroup are committed toiniplementing the

changes in timely and comprehensive ipanner Therefore the requested relief is to last

only fbi the relaely hott intent period until such implementaton Is eomplete so that

ypro ed by Closing tha

See SEC No-AcüGn Leur- Her MijestVsGovernment -.n.thigeActctkrn 13d
Reportrng dated Decembcr 10 2008 which was granted in part based on the United

.Kingdoms governmeiits response to the intentibnalfinaticial crisis.

Cótdii.Tnwnt1iequcstedby MSSB Mórgai SaindChOI
M3252O13
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trataaction assoon as possible The requested.relief wiU allow tharstoclosethe
fransactron mor quickly and is appropriate and in the public interet gven the cuirent

flæancal market turmoil

In view of then ia frUtu of The joint ntUIC thinsaCtion thesiitleof the

Joint venture the massive ngyIems changes the urgent need te provide ceTtahity

to customers and the turmiI in the financial markets believe that it houkLbc

possible for the Staff to ptovtde relief in tbt situation without creatln precedent that

may be wed by otheçs where the eugenLcirumstances present here do not exist

Moreover we beliee that the
pros ision of relief in this circumstance will benefit

uvesiors and the ptthlic and will not be contrary to the Coiumissioifs.invcsnw protection

mandate

OordamnkbalifruiaQry Regimes

ofMoraStantevaAd.Citoup ubjettdjosure of üiterestreginies

globally witk each hismg itown requirements anti standards for global monitornig ind

reporting Accorthagly momtormg and reporting on global level will
require an IT

system .atil1 work effectively on.a global basis and implementing this systentwill

taketime

ITChaiknges

From praetieaL.standpoin.it.may bediffictiltfor Morgan..Staaley nd.Citigrou

to resolve the IT integration challenges prior to or immediately after closing the

transaction such that they and MSSB may effectively monitor and report in any way on

Legal Day One other than wilat is proposed As noted above therewill be aigmflant

wcut involved in integratingthe MSSI data into two uprnes IT systems and in the

me4ntlnle thnwrll be stibstantial product data and system thssonaae That said the

two firms are making dihgeit efforts and have project tçams in place to achieve sufficient

IT integration as soon as practicable to be able to comjy with disclosure regulations and

maintain the confidentiality of sensitive ownersiup data without needmgto impIement

onerous manual solutions lo date each of MS and Ciugroup have exchanged data feeds

of their
reporting positrons that will be contributed to M8S13 on Legal Day One and the

arc working with these fdas desertlied in Note ahvó HOweverThó partiós

expect the
Integration issues for the IT systems that are relevant to position reporting to

be resolved gradually over few months with goal of complete integration by

September 3O 2009 Each of the tw finns has pwject plan ith clearly defined IT

milestones and goals and which sets out the steps that have been taken and the stepthat

remaintO be tiken towideotil

To the extent that the IT systems are nt integrated as rtecessarv to fäcthtate

compl.iance.byLegal DayOne tuanual wOrkarorni would be theonlypossIble

htcbLLP
ctantiai Treatxnern Rqu dby MSSB tg .4CUgup 0017
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reporting solution absent relief However the unpieedented.scaIe oMSSI brokerage

operations makes suci inanual workarounds impractical and any tormo4 manual

workarund in two very large orgarnzattons raises sigmfcant coneerns regarduig the

retibility of data and the resulting eonctusious and repotmg In addition preparing
and

Implementing these manual workarounds would require siga$icat IT work and would

ultimately disiract and delay the frns respective IT groups as welt as their compliance

personne1 from their primary goal of IT egration
and strict compliance with the rules

In dteneâttetm

TheTnllowingare some of the IT issusthat.niut.beresóIvediefore the

successful integration of the MSSB data into the Morgan Stanley and Crngniup IT

systems ftwonhtinadtdiscIosrespurposes

coinnion intern natseeurity idàitifler This is part theeas for

structured products and derivatives where the linkage between the

4rivativen4ariunder1ying.listed security may need nuaiiy
established toensure that finns aggregate pcition data is accurate

Morgan Stanley and Citigmup use different methods of identilrmg these

securities in their respectise databases As result there will be

thscrpancies if the position data isunograted prematurely To resolve

this issuea trans lation table must be created to elimiMtethc

discrepancies before the Contributed Businesses position data may be

gombmed The process of creating such table and mapping the relevant

data from Citigroups systems to MorganStaniys thd vceveraa will

be oitsuinhijaztd dffiU1I

lataModel Differences Morgan Stanley and Cittgmup use different

data models and.ultimately capture Their position data differently

Morgan .Sta ló Citigroup are working together tolled aŁOmmon

data model in order to process the positions together Eacb IT system

votlectsdifferentinformation about customer accounts and even where

they
c1lect the same infonuation they maydo so differently

complicating efforts to deterinme which data should be included in

reports and how it should be calculated paruculary for purposes of

popungScbedules i3DfGFOnn 13F and FonnSH

jgjT the Data Due to the sensitiy of the daza

Morgan Stanley and Citigroup must agree on secure way to transfor and

wsisuthfonnation to ensure that oifideætiliation
is not disclosed Although Morgan Stanley and Citigroup have d1ffrcnt

too1savailabie to ijo this they must agree upon andards tobe

impJementcd on both sidesiiteider to begin autoniated.triaissionin

MS
$laitley andt ii5up OOt8

All
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secure manner This effcM can take ttmn if one of the parties needs to

acquire aml install new..tls mnorder nipt the reqLifremetfls

noted tbve the pes these ariu.lT integdion .issi$j6 be resolved

.gradualIkwer afew months with goat of cOinpi te integaiion.by September 30200.9

Thinporaiy.So1utirn

Finally and most notably the propothl.fOr LgaFtyOneisOnly Iemporiuy
soluthin proposed in the interest of providing market tianspareney under difficult

circumstinces It is not permatentand is inarely mcantto brki thportmggapuutiI
th inteth issua for the IT systems that are reletaut tt posthort reporting are

resolved With respect to The Morgan Stati1y Parties this maybe ty Legal Lay One but

could extend until September 3G 2G09 and with respect to the Citigroup Parties iind

MSSI3 tIns expected to be by September 30 2O0 Each of the Morgan Stanley

Parties the
Citigroup Parties and MSSB will monitor and report iii compliance with the

rules as written as soon as such party has the independent cipabt1ity to so or shortly

thereafter As noted above either Morgan Stanley or Citigroup may be
position to

begin reporting ona basis which does not requfrerelif earilerthari the other and earlier

than MSSI3 in this case the party that is able to begin reporting without relief earlier will

mform the Staff in writing accordingly In addition when MSSI3 begins reporting on

separate basis it Ill also inform the.Statriniingerdiny

IL COlusinu

In conclusion MSSB the Morgan Stanley Parties and the Citigroup Parties

request that the Staff of the Division of Corporation Pinan eerattlte DiviSien

Investment Management confirm that they would riot recommend to the Commissionthat

ii nike enforcement action against MSSB the Morgan Stanley Parties or the Citigroup

Parties under Section 13 and Section 16 and Rule 0a3T ifthey temporarily report

positions on the basis described abve

VII CnafldeiitiaTreatnentRquest

As of the date of this letter the parties have not publicly disclosed certain

intmatton cotitamed lieremu including their
expectations regarding the closing date of

the transaction Pibhc avall4blhty of ttu mnfmnatioueoetkt have adverse consequences
for the pafi ies Jor exam ple.an unexpected delay in the closing could be ititetireted by
market

participants as an nidicatmon that there are material difficulties with the joint

veiflure when none in fact exist Accordingly notice of this letter is also being sent to

the Office of Freedom of Informatiqu and Privacy Act Operations of the Conimvston
and we respectfully requesuhat the Commissionaccorteonfidential treatment to this

request iidnny written response.from the Staff thereto pursuant to .17 C.PR 2008l

fideTrnea1.by.M$Sag andCitioup .q19
Afl3025511A3
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until the earlier ofi .thö ClosingDate and iitlió thtethtti4 ith$fromtheeof
the StafPsrespQnse.ttthi làtter

Please contact .tsurk Cerveny of BinghamMcCutchen LLPat.61 79514527
Miseha Travers of Davis Polk Wardwell at 650 752-2014 or the undersigned at the

abovephone number to discuss Any q.uestiOEor comments to this letter

Sineer yourS

John
lt4Utzschnekder.

cc Michelle chakoff MOrgan Stanley

Anne Cooney Morgan Stanley

Rose-Anne Richter Mórgan Stanley

DeAnine .Bul lard Morgs Stsnleyj

Joyce minor MØrgan Stanley

Michelle Wilke Morgan Stanley

Neat Sullivan l3mghinn MeCutehen LIP
Amy Kroll Wix1fdCheit LIP
hardy Calicolt Rtnghain MeCutehen LIP
Laurie brvcny Biahi LMcCutch LIP
KarynPdlakCitlgmip thc
Ali Karshart C.4rçlnp lüej

Laniw Schwartz Davis Petit Wardwell

MiSha Traers.Dvis .Polk Wardwell

Ceafldeehal Treaimeni1tequeslSbr M%F3 Morgan Stanley and Ctftgroqp 0020

3btgtM Mthn A/flOz$281L13


